§232.2

of consumer credit to Service members
and their dependents, and to provide
additional consumer disclosures for
such transactions.

(c) Coverage. This part defines the
types of consumer credit transactions,
creditors, and borrowers covered by the
regulation, consistent with the provi-
sions of 10 U.S.C. 987. In addition, the
regulation:

(1) Provides the maximum allowable
amount of all charges, and the types of
charges, that may be associated with a
covered extension of consumer credit;

(2) Requires creditors to disclose to
covered borrowers the cost of the
transaction as a total dollar amount
and as an annualized percentage rate
referred to as the Military Annual Per-
centage Rate or MAPR, which must be
disclosed before the borrower becomes
obligated on the transaction. The dis-
closures required by this regulation
differ from and are in addition to the
disclosures that must be provided to
consumers under the Federal Truth in
Lending Act;

(3) Provides for the method creditors
shall use in calculating the MAPR,
and;

(4) Contains such other criteria and
limitations as the Secretary of Defense
has determined appropriate, consistent
with the provisions of 10 U.S.C. 987.

§232.2 Applicability.

This part applies to consumer credit
extended by creditors to a covered bor-
rower, as those terms are defined in
this part.

§232.3 Definitions.

Terms used in this part are defined as
follows:

(a) Closed-end credit means consumer
credit other than ‘‘open-end credit’ as
that term is defined in Regulation Z
(Truth in Lending), 12 CFR part 226.

(b) Consumer credit means closed-end
credit offered or extended to a covered
borrower primarily for personal, family
or household purposes, as described in
paragraph (b)(1) of this section.

(1) Except as provided in paragraph
(b)(2) of this section, consumer credit
means the following transactions:

(1) Payday loans. Closed-end credit
with a term of 91 days or fewer in
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which the amount financed does not
exceed $2,000 and the covered borrower:

(A) Receives funds from and incurs
interest and/or is charged a fee by a
creditor, and contemporaneously with
the receipt of funds, provides a check
or other payment instrument to the
creditor who agrees with the covered
borrower not to deposit or present the
check or payment instrument for more
than one day, or;

(B) Receives funds from and incurs
interest and/or is charged a fee by a
creditor, and contemporaneously with
the receipt of funds, authorizes the
creditor to initiate a debit or debits to
the covered borrower’s deposit account
(by electronic fund transfer or re-
motely created check) after one or
more days. This provision does not
apply to any right of a depository in-
stitution under statute or common law
to offset indebtedness against funds on
deposit in the event of the covered bor-
rower’s delinquency or default.

(i1) Vehicle title loans. Closed-end
credit with a term of 181 days or fewer
that is secured by the title to a motor
vehicle, that has been registered for
use on public roads and owned by a
covered borrower, other than a pur-
chase money transaction described in
paragraph (b)(2)(ii) of this section.

(iii) Tax refund anticipation loans.
Closed-end credit in which the covered
borrower expressly grants the creditor
the right to receive all or part of the
borrower’s income tax refund or ex-
pressly agrees to repay the loan with
the proceeds of the borrower’s refund.

(2) For purposes of this part, con-
sumer credit does not mean:

(i) Residential mortgages, which are
any credit transactions secured by an
interest in the covered borrower’s
dwelling, including transactions to fi-
nance the purchase or initial construc-
tion of a dwelling, refinance trans-
actions, home equity loans or lines of
credit, and reverse mortgages;

(ii) Any credit transaction to finance
the purchase or lease of a motor vehi-
cle when the credit is secured by the
vehicle being purchased or leased;

(iii) Any credit transaction to fi-
nance the purchase of personal prop-
erty when the credit is secured by the
property being purchased;
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